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Answer any FOUR (4) of the EIGHT (8) questions provided 


With the aid of diagrams, show that in-kind transfers are inefficient compared with cash 
transfers. Use a numerical example to demonstrate the magnitude of the difference in 
inefficiency between in-kind transfers and cash transfers. 


2. “All taxes have distortionary effects, but some taxes are more distortionary than other 
taxes”. Explain with the aid of diagrams. 


3.  "Atradeable permit approach to air pollution is superior to a tax approach". Discuss. 


4. Illustrate and explain how peak-load pricing may represent the most efficient solution to 
capacity problems in the case of electricity. 


5. "Moral hazard presents problems for the efficient design of optimal methods of 
delivering public goods and services". Discuss. 


6. With the aid of a diagram, explain why vouchers increase demand and ration coupons 
reduce demand. 


7. With the aid of diagrams, outline how income effects, price effects, and choice 
restrictions affect the behavioural outcomes of intergovernmental grants. 


8. Illustrate and explain the differences between compensating variation and equivalent 
variation. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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